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(f) Be in compliance with the regula-
tions in this part.

(g) If required by SBA, have your
Control Person(s) assume, in writing,
personal responsibility for your Lever-
age, effective only if such Control Per-
son(s) participate (directly or indi-
rectly) in a transfer of Control not ap-
proved by SBA.

[61 FR 3189, Jan. 31, 1996, as amended at 63
FR 5868, Feb. 5, 1998]

§ 107.1130 Leverage fees and addi-
tional charges payable by Licensee.

(a) Leverage fee. You must pay a le-
verage fee to SBA for each issuance of
a Debenture or Participating Security.
The fee is 3 percent of the face amount
of the Leverage issued.

(b) Payment of leverage fee. (1) If you
issue a Debenture or Participating Se-
curity to repay or redeem existing Le-
verage, you must pay the leverage fee
before SBA will guarantee or purchase
the new Leverage security.

(2) If you issue a Debenture or Par-
ticipating Security that is not used to
repay or redeem existing Leverage,
SBA will deduct the leverage fee from
the proceeds remitted to you, unless
you prepaid the fee under § 107.1210.

(c) Refundability. The leverage fee is
not refundable under any cir-
cumstances.

(d) Additional charge for Leverage.—(1)
Debentures. You must pay to SBA a
Charge of 1 percent per annum on the
outstanding amount of your Deben-
tures issued on or after October 1, 1996,
payable under the same terms and con-
ditions as the interest on the Deben-
tures. This Charge does not apply to
Debentures issued pursuant to a Lever-
age commitment obtained from SBA
on or before September 30, 1996.

(2) Participating Securities. You must
pay to SBA a Charge of 1 percent per
annum on the outstanding amount of
your Participating Securities issued on
or after October 1, 1996, payable under
the same terms and conditions as the
Prioritized Payments on the Partici-
pating Securities. This Charge does not
apply to Participating Securities
issued pursuant to a Leverage commit-
ment obtained from SBA on or before
September 30, 1996.

(e) Other Leverage fees. SBA may es-
tablish a fee structure for services per-

formed by the CRA. SBA will not col-
lect any fee for its guarantee of TCs.

[61 FR 3189, Jan. 31, 1996, as amended at 63
FR 5868, Feb. 5, 1998]

§ 107.1140 Licensee’s acceptance of
SBA remedies under §§ 107.1800
through 107.1820.

If you issue Leverage after April 25,
1994, you automatically agree to the
terms and conditions in §§ 107.1800
through 107.1820 as they exist at the
time of issuance. The effect of these
terms and conditions is the same as if
they were fully incorporated in the
terms of your Leverage.

MAXIMUM AMOUNT OF LEVERAGE FOR
WHICH A LICENSEE IS ELIGIBLE

§ 107.1150 Maximum amount of Lever-
age for a Section 301(c) Licensee.

(a) Maximum amount of Leverage. If
you are a Section 301(c) Licensee, use
the following table to determine the
maximum amount of Leverage you
may have outstanding at any time:

If your Leverageable Capital
is:

Then your maximum Lever-
age is:

Not over $15,000,000 ............ 300% of Leverageable Cap-
ital.

Over $15,000,000 but not
over $30,000,000.

$45,000,000 + [200% of
[Leverageable Capital—
$15,000,000)].

Over $30,000,000 but not
over $45,000,000.

$75,000,000 + [100% of
[(Leverageable Capital—
$30,000,000)].

Over $45,000,000 .................. $90,000,000.

(b) Exceptions to maximum Leverage
provisions—(1) Licensees under Common
Control. Two or more Licensees under
Common Control may have aggregate
outstanding Leverage over $90,000,000
only if SBA gives them permission to
do so. SBA may grant such permission
on a case-by-case basis only. SBA may
impose any terms and conditions SBA
considers appropriate to minimize its
risk of loss in the event of default.

(2) Licensees with excess Leverage
issued before March 31, 1993. If you had
outstanding Debentures on March 31,
1993 that exceeded 300 percent of your
Leverageable Capital:

(i) You do not have to prepay the ex-
cess amount.

(ii) You may apply for an additional
Debenture guarantee or Participating
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Security guarantee if you use the pro-
ceeds solely to pay the amount due at
maturity on a Debenture issued before
March 31, 1993. The new Debenture or
Participating Security must mature on
or before September 30, 2002.

(iii) You must maintain at least 65
percent of your ‘‘Total Funds Available
for Investment’’ in ‘‘Venture Capital
Financings’’ (as defined in § 107.1160(e)
and (f), respectively) until your out-
standing Debentures no longer exceed
300 percent of your Leverageable Cap-
ital.

(3) Maximum amount of Participating
Securities. See § 107.1170.

§ 107.1160 Maximum amount of Lever-
age for a Section 301(d) Licensee.

This section applies to Leverage
issued by a Section 301(d) Licensee on
or before September 30, 1996. Effective
October 1, 1996, a Section 301(d) Li-
censee may apply to issue new Lever-
age, or refinance existing Leverage,
only on the same terms permitted
under § 107.1150.

(a) Maximum amount of subsidized Le-
verage. (1) ‘‘Subsidized Leverage’’
means Debentures with a reduced in-
terest rate and Preferred Securities. If
you are a Section 301(d) Licensee:

(i) The maximum amount of sub-
sidized Leverage you may have out-
standing at any time is the lesser of 400
percent of your Leverageable Capital,
or $35,000,000. The same limit applies to
a group of Section 301(d) Licensees
under Common Control.

(ii) The maximum amount of Pre-
ferred Securities you may have out-
standing at any time is 200 percent of
your Leverageable Capital.

(2) Certain types and amounts of sub-
sidized Leverage have special eligi-
bility requirements (see paragraphs (c)
and (d) of this section).

(b) Maximum amount of total Leverage.
Use § 107.1150 (a) and (b)(1) to determine
your maximum amount of Leverage as
if you were a Section 301(c) Licensee. If
the result is more than your maximum
subsidized Leverage, then this is your
maximum total (subsidized plus non-
subsidized) Leverage. Otherwise, your
maximum total Leverage is the same
as your maximum subsidized Leverage.
For Participating Securities, see
§ 107.1170.

(c) Special eligibility requirements for
fourth tier of Leverage. A ‘‘fourth tier of
Leverage’’ is any amount of outstand-
ing Leverage in excess of 300 percent of
your Leverageable Capital.

(1) To qualify for a fourth tier of Le-
verage, you must have invested (or
have Commitments to invest) at least
30 percent of your ‘‘Total Funds Avail-
able for Investment’’ in ‘‘Venture Cap-
ital Financings’’ (see the definitions in
paragraphs (e) and (f) of this section).

(2) While you have a fourth tier of
Leverage, you must maintain Venture
Capital Financings (at cost) that equal
at least 30 percent of your Total Funds
Available for Investment.

(d) Special eligibility requirements for
second tier of Preferred Securities. A
‘‘second tier of Preferred Securities’’ is
any amount of outstanding Preferred
Securities in excess of 100 percent of
your Leverageable Capital.

(1) To qualify for a second tier of Pre-
ferred Securities:

(i) If your license was issued after Oc-
tober 13, 1971, you must have at least
$500,000 of Leverageable Capital.

(ii) You must have invested (or have
Commitments to invest) at least the
same dollar amount in Venture Capital
Financings.

(2) While you have a second tier of
Preferred Securities, you must main-
tain at least the same dollar amount of
Venture Capital Financings (at cost).

(e) Definition of ‘‘Total Funds Avail-
able for Investment’’. Total Funds Avail-
able for Investment means the result
obtained from the following formula:

T = .90 × (CA + LI)

Where:

T = Total funds available for invest-
ment

CA = Total current assets
LI = Total Loans and Investment at

cost (as reported on SBA Form 468),
net of current maturities

(f) Definition of ‘‘Venture Capital Fi-
nancing’’. Venture Capital Financing
means an investment represented by
common or preferred stock, a limited
partnership interest, or a similar own-
ership interest; or by an unsecured
debt instrument that is subordinated
by its terms to all other borrowings of
the issuer.
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